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Cautionary Statements

Section 1202.008 of the Texas Government Code authorizes the Office of the Attorney General to
collect local debt information and to send that information to the Bond Review Board (BRB) for
inclusion in debt statistic reports. Chapter 1231 of the Texas Government Code requires the BRB to
submit biennial reports with such data to the legislature. This report is intended to satisty this Chapter
1231 duty.

The data in this report and on the BRB’s website is compiled from information reported to the BRB
from various sources and has not been independently verified. The reported debt and defeasance data
may vary from actual debt outstanding, and the variance for a specific issuer or types of or all issuers
could be substantial.

Local governments are not required to report data for debt that either is not considered a public
security as defined by state statute, e.g., a loan not evidenced by a note or evidenced by a note payable
to order, or does not require approval by the Office of the Attorney General of the State of Texas,
such as certain short-term notes, certain bond anticipation notes and certain lease purchase agreements
for personal property. Consequently, the BRB does not receive information on many privately-placed
loans or intergovernmental loans such as State Infrastructure Bank loans for transportation or water
development state participation loans that are not evidenced by a public security. In addition, debt
issuances for some component corporations of governmental entities such as housing finance
corporations, industrial development corporations and other conduit entities are not reported to the
BRB. Outstanding debt excludes debt for which sufficient funds have been escrowed to retire the
debt either from proceeds of refunding debt or from other sources, if reported to the BRB. Debt
totals, percentages, trends and other data are based entirely on debt and defeasances reported to the
BRB.

Future debt repayment and debt-service information for variable-rate, commercial paper, and other
short-term and demand debt is estimated on the basis of interest rate and refinancing assumptions
described in the report. Actual future data could be affected by changes in issuer financing decisions,
prevailing interest rates, market conditions, and other factors that cannot be predicted. Consequently,
actual future data could differ from the estimates, and the difference could be substantial. The BRB
assumes no obligation to update any such estimate of future data.

Historical data and trends presented are not intended to predict future events or continuing trends,
and no representation is made that past experience will continue in the future.

This report is intended to meet Chapter 1231 requirements and inform the state leadership and the
Legislature. This report is not intended to inform investors in making a decision to buy, hold, or sell
any securities, nor may it be relied upon as such. Data is provided as of the date indicated and may
not reflect debt, debt-service, population or other data as of any subsequent date. This data may have
changed from the date as of which it is provided. For more detailed or more current information, see
the issuers’ web sites or their filings at Electronic Municipal Market Access (EMMA®). The BRB does
not control or make any representation regarding the accuracy, completeness or currency of any such
site, and no referenced site is incorporated herein by reference or otherwise.



Chapter 1
Texas Local Debt in Perspective

Overview

Local governments in Texas issue debt to finance construction and renovation of government
facilities (i.e., schools, public safety buildings, city halls and county courthouses), public
infrastructure (i.e., roads, water and sewer systems) and various other projects authorized by law.
Key factors that affect a government’s need and ability to borrow funds for infrastructure
development include population changes, revenue sources, tax rates and levies, interest rates and
construction costs. Local governments issue two main types of debt — tax (general obligation or
GO) and revenue. General obligation debt is secured by the full faith and credit of the issuer’s tax
revenue while revenue debt is secured by a specified revenue source. Tax-supported debt includes
debt secured by a combination of ad valorem taxes and other revenue sources, even though the debt
may be paid in whole or part from non-tax revenue. Tax-supported debt generally must be voter-
approved (with the exception for Certificates of Obligation, tax notes, school district maintenance
tax notes, certain time warrants, and certain county road bonds and contractual obligations for

personal property).

State law sets limitations on certain local government debt issuers by setting maximum ad valorem
tax rates per $100 of assessed property valuation. These rates vary by government type, but all must
generate sufficient funds based on annual ad valorem tax collections to provide for the payment of
the debt service on outstanding and projected ad valorem tax (GO) debt. Additionally, all public
securities issued by local debt issuers must be approved by the Office of the Attorney General —
Public Finance Division (OAG) and registered with the Texas Comptroller of Public Accounts.

Texas Bond Review Board and Local Government Debt

The Texas Bond Review Board (BRB) has no direct oversight of local government debt issuance.
Chapter 1231 of the Texas Government Code requires the BRB to prepare statistical reports on
local government debt. This information on debt issued by political subdivisions is primarily
prepared by the political subdivision, collected by the OAG as a part of the review and approval
procedures as required under Chapter 1202 of the Government Code, and then forwarded to the
BRB for its report on local debt statistics. Intergovernmental loans and privately-placed loans as well
as debts that are not evidenced by the issuance of public securities approved by the OAG and
certain conduit debts incurred by nonprofit corporations created by the local governments are not
reflected in this report.

All reporting on local debt is presented on the agency’s website. Visitors to the site can search
databases and download spreadsheets that contain debt outstanding, debt issuances, debt ratios and
population data as available by government type at each fiscal-year end. In fiscal 2014, approximately
8,400 different users of the BRB’s website downloaded over 35,600 spreadsheets containing Texas
local government debt data. The BRB posts this information to its website annually within four
months after the close of the state’s fiscal year.

The BRB separates the local government issuances into seven categories: Cities, Towns, Villages
(Cities); Public School Districts (School Districts); Water Districts and Authorities (WD); Counties;
Other Special Districts and Authorities (OSD); Community and Junior Colleges (CCD); and
Health/Hospital Districts and Authorities (HHD).

The data in this report and on the website is compiled from information provided to the Bond
Review Board from various sources and has not been independently verified.
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Local Government Debt Outstanding

As of fiscal-year end 2014 Texas local governments had $205.15 billion in outstanding debt (Table
1.1), an increase of $22.53 billion (12.3 percent) over the past five fiscal years. Of that amount 60.8
percent ($124.70 billion) is GO debt secured by local tax collections while the remaining 39.2
percent ($80.45 billion) is secured by revenues generated by various projects such as water, sewer
and electric utility fees. Over the past five fiscal years tax-supported debt outstanding increased 11.4
percent ($12.77 billion) and revenue debt outstanding increased 12.5 percent ($8.97 billion).

Table 1.1
Texas Local Government
Debt Outstanding As of August 31, 2014
(§ in millions)
Type of Issuer Tax-Supported* Revenue**  Total Debt
Tax $ 28,452.2 $ 28,452.2
Cities, Towns, Revenue $ 38,746.2 38,746.2
X Sales Tax 179.6 179.6
Villages Lease-purchase contracts 582.4 582.4
Subtotal $ 28,452.2 $ 39,508.2 $ 67,960.4
Voter-approved tax $ 66,972.6 $ 66,972.6
Public School Maintenance tax (ed. equipment) 715.9 715.9
Districts Lease-purchase contracts $ 272.7 272.7
Revenue (athletic facilities) 2.3 2.3
Subtotal $ 67,688.6 $ 275.0 $ 67,963.5
Tax $ 11,498.6 $ 11,498.6
Water Districts Revenue $ 11,045.8 11,045.8
and Authorities Conduit revenue 8,477.8 8,477.8
Subtotal $ 11,498.6 $ 19,523.6 $ 31,022.2
Tax $ 201.1 $ 201.1
Other Special Sales Tax $ 4,843.2 4,843.2
Districts and Revenue 10,739.9 10,739.9
Authorities Lease-purchase contracts 80.1 80.1
Subtotal $ 2011 $ 15,663.2 $ 15,864.3
Tax $ 11,120.7 $ 11,120.7
. Revenue $ 2541.1 2,541.1
Counties
Lease-purchase contracts 467.4 467.4
Subtotal $ 11,120.7 $ 3,008.5 $ 14,129.2
Tax $ 3,351.1 $ 3,351.1
Community and  Revenue $ 1,122.5 1,122.5
Junior Colleges  ILease-purchase contracts (ed. facilities) 294.5 294.5
Subtotal $ 3,351.1 $ 1417.0 $ 4,768.1
. Tax $ 2,378.4 $ 2,378.4
H;ﬁ{:’:ﬁgal Sales Tax s 613 61.3
. Revenue 997.8 997.8
Authorities  ~g $ 23784 $ 10591 $ 34375
Total Local Debt Outstanding $ 124,690.8 $ 80,454.5 $  205,145.2
*Indudes debt seaured by a combination of ad valorem taxes and other tevenue sources.
**Does not indude certain conduit debt issued for which the Bond Review Board does not receive issuance information.
Source: Texas Bond Review Boatrd - Bond Finance Office




School Districts accounted for 33.1 percent ($67.96 billion) of all local debt outstanding and Cities
accounted for 33.1 percent ($67.96 billion). WDs held the third highest percentage and accounted
for 15.1 percent ($31.02 billion) of all local debt outstanding. The remaining 18.7 percent ($38.20
billion) was held by CCDs, Counties, HHDs and OSDs.

The most recent U.S. Census Bureau debt data (2012) showed that Texas continued to be ranked 2™
in population, 2™ among the ten most populous states in terms of Local Debt Per Capita, 4” in
Total State and Local Debt Per Capita and 9" in State Debt Per Capita.

Total tax-supported debt per capita decreased by 0.03 percent from $4,627 in FY 2013 to $4,626 in
FY 2014. Over the past 10 years debt per capita has increased by 50.1 percent ($1,543) while the
state’s population has increased by 19.9 percent (4.5 million) (Figure 1.1).

Figure 1.1
Texas Local Government
Total Tax-Supported Debt Per Capita*
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*Includes debt secured by a combination of ad valorem taxes and other revenue sources.

Source: Texas Bond Review Board - Bond Finance Office; July 2014 U.S. Census Bureau, Population Division.

Tax-Supported Debt — 11 Percent Increase in Five Years
As of fiscal-year end 2014 Texas local governments had $124.69 billion in tax-supported debt
outstanding, an increase of 11.4 percent ($12.77 billion) in the five-year period since fiscal 2010.

School Districts accounted for 54.3 percent ($67.69 billion) of the total tax-supported local debt
outstanding. Cities accounted for 22.8 percent ($28.45 billion), WDs accounted for 9.2 percent
($11.50 billion), and the remaining 13.7 percent ($17.05 billion) was attributable to CCDs, Counties,
HHDs and OSDs.

Since fiscal 2010 City tax-supported debt increased by 8.5 percent from $26.23 billion to $28.45
billion. As the state's population increased by 8.8 percent (2.2 million) since fiscal 2010, urban areas
have experienced particularly rapid growth that has created the need for new infrastructure including
new buildings and roads.

County tax-supported debt increased by 5.3 percent from $10.56 billion to $11.12 billion in the five-
year period. Of that amount, Harris County accounted for 21.6 percent ($2.41 billion) which
included $324.4 million in commercial paper and $369.8 million in toll road debt backed by the full
faith and credit of Harris County.



Since fiscal 2010, CCD tax-supported debt rose by 17.3 percent from $2.86 billion to $3.35 billion
due to a number of issuances, the largest of which were new money issuances by Houston
Community College System of $630.9 million and Lone Star College System of $285.9 million.

Since fiscal 2010 tax-supported debt for OSDs increased 33.8 percent from $150.3 million to $201.1
million primarily as the result of a number of issuances, the largest of which were new-money
issuances by Dallas County Schools of $100.8 million and Cibolo Canyons Special Improvement
District of $22.5 million.

Revenue Debt - 13 Percent Increase in Five Years

As of fiscal-year end 2014 Texas local governments had $80.45 billion in revenue debt outstanding,
an increase of 12.5 percent ($8.97 billion) since fiscal 2010. Cities accounted for 49.1 percent ($39.51
billion) of the total revenue local debt outstanding, WDs accounted for 24.3 percent ($19.52 billion),
OSDs accounted for 19.5 percent ($15.66 billion) and the remaining 7.2 percent ($5.76 billion) was
attributable to School Districts, CCDs, Counties and HHDs.

City revenue debt increased by 13.8 percent from $34.72 billion to $39.51 billion in the five-year
period. Since fiscal 2010 the state's population increased 8.8 percent (2.2 million), and urban areas
have experienced particularly rapid growth creating the need for new infrastructure including roads,
bridges and new and expanded water and sewer systems. The majority of city revenue debt has been
used to finance utility-related projects including water, wastewater and in some localities, electric
utility systems.

Since fiscal 2010 county revenue debt increased by 2.4 percent from $2.94 billion to $3.01 billion in
the five-year period for which Harris County toll road projects accounted for 62.4 percent ($1.88
billion).

Since fiscal 2010, CCD revenue debt rose by 17.9 percent from $1.20 billion to $1.42 billion in
response to increased student enrollment.

Since fiscal 2010 revenue debt for OSDs increased 26.7 percent from $12.37 billion to $15.66 billion
primarily as a result of North Texas Tollway Authority issuing a total of $2.13 billion in new money
for transportation purposes.



Table 1.2 lists the state’s local debt outstanding by category from highest to lowest total amount
outstanding.

Table 1.2
Texas Local Government
Debt Outstanding by Fiscal Year
(§ in millions)
8/31/2010 8/31/2011 8/31/2012 8/31/2013 8/31/2014
Public School Districts
Tax-Supported* $59,865.8 $63,160.3 $63,850.8 $64,856.2 $67,688.6
Revenue** 363.2 372.6 332.8 317.9 275.0
Total $60,229.0 $63,532.9 $64,183.6 $65,174.1 $67,963.5
Cities
Tax-Supported* $26,229.1 $26,800.1 $27,001.9 $27,767.3 $28,452.2
Revenue** 34,722.7 35,942.5 36,236.2 38,6744 39,508.2
Total $60,951.8 $62,748.6 $63,238.0 $66,441.7 $67,960.4
Water Districts and Authorities
Tax-Supported* $10,365.9 $10,680.2 $10,851.8 $11,128.1 $11,498.6
Revenue** 18,601.6 19,315.7 20,034.5 19,619.0 19,523.6
Total $28,967.5 $29,995.9 $30,886.3 $30,747.1 $31,022.2
Other Special Districts and Authorities
Tax-Supported* $150.3 $161.1 $198.4 $191.8 $201.1
Revenue** 12,367.2 14,525.3 15,720.2 15,303.3 15,663.2
Total $12,517.5 $14,686.4 $15,918.7 $15,495.1 $15,864.3
Counties
Tax-Supported* $10,559.6 $10,748.6 $10,595.8 $11,106.7 $11,120.7
Revenue®* 2,939.1 2,996.0 3,218.3 3,091.8 3,008.5
Total $13,498.7 $13,744.6 $13,814.1 $14,198.5 $14,129.2
Community College Districts
Tax-Supported* $2,857.3 $3,017.6 $2,960.6 $3,316.6 $3,351.1
Revenue** 1,201.9 1,256.4 1,296.9 1,360.2 1,417.0
Total $4,059.2 $4,274.0 $4,257.6 $4,676.8 $4,768.1
Health /Hospital Districts and Authorities
Tax-Supported* $1,897.8 $2,110.4 $2,093.1 $2,213.0 $2,378.4
Revenuet* 1,291.2 1,257.9 1,134.8 1,190.1 1,059.1
Total $3,188.9 $3,368.3 $3,227.9 $3,403.1 $3,437.5
Total Tax-Supported* $111,925.8  $116,084.2  $117,552.3  $120,579.8  $124,690.8
Total Revenue** $71,486.9 $75,666.5 $77,973.8 $79,556.7 $80,454.5
Total Debt Outstanding $183,412.7  $192,350.7  $195,526.2  $200,136.5  $205,145.2
*Indudes debt scaured by a combination of ad valorem taxes and other revenue sourcs.
*Docs not indude ertain cnduit debt issued for which the Bond Review Board does not receive issuanc: information.
Source: Texas Bond Review Board - Bond Finance Office




Figure 1.2 illustrates the local debt outstanding by category over the past 10 fiscal years.

Figure 1.2
Texas Local Government
Debt Outstanding by Fiscal Year
($ in billions)
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Debt-Service Requirements

Figure 1.3 shows the tax-supported debt-service requirements (principal and interest) for all
categories of debt outstanding as of August 31, 2014. Tax-Supported debt service steadily declines
from a peak of $11.41 billion in Fiscal Year 2015.



Figure 1.3
Texas Local Government
Tax-Supported Debt-Setvice Requirements by Fiscal Year*
($ in billions)
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Figure 1.4 shows the revenue debt-service requirements for all categories of debt outstanding as of
August 31, 2014. Aggregate revenue debt service peaks at $6.37 billion in Fiscal Year 2018.

Figure 1.4
Texas Local Government
Revenue Debt-Service Requirements by Fiscal Year*
($ in billions)
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Timely repayment of debt is an important factor used by rating agencies to assess a municipal
issuet’s financial performance. As a guideline rating agencies look for a repayment schedule that
retires 25 percent of principal one quarter through the life of the debt and 50 percent halfway
through the life of the debt. Generally, local governments issue debt with varying maturities up to 40
years.

Table 1.3 illustrates the amount of debt retired in the next five, ten and twenty year periods for both
tax-supported and revenue debt outstanding as of fiscal year 2014. Rate of debt retirement for HHD
tax-supported debt is low because over half of HHD debt was issued as Build America Bonds
(BABs) most of which do not begin principal repayment for 10 years.

Table 1.3
Texas Local Government*
Rate of Debt Retirement
($ in millions)
Debt Repaid (Principal Only) Tax-Supported Percent Revenue  Percent
Within Five Years
Cities, Towns, Villages $9,509.4 33.4% $6,795.3 17.5%
Counties 3,184.5 29.5% 542.2 18.0%
Other Special Districts and Authorities 87.3 43.4% 1,275.0 8.2%
Community and Junior Colleges 756.5 22.6% 386.5 27.3%
Water Districts and Authorities 2,556.0 22.2% 2,477.9 22.7%
Health /Hospital Distticts 300.0 12.6% 156.4 14.8%
Public School Districts 13,585.1 20.1% 82.1 29.8%
Within Ten Years
Cities, Towns, Villages $18,140.8 63.8% $14,482.2 37.2%
Counties 6,141.3 56.9% 1,126.7 37.5%
Other Special Districts and Authorities 154.1 76.6% 2,938.5 18.9%
Community and Junior Colleges 1,589.2 47.4% 763.2 53.9%
Water Districts and Authorities 5,336.1 46.4% 4,936.4 45.2%
Health /Hospital Distticts 675.6 28.4% 310.6 29.3%
Public School Districts 28,323.6 41.9% 162.2 59.0%
Within Twenty Years
Cities, Towns, Villages $27,408.2 96.3% $29,202.2 75.0%
Counties 10,086.1 93.4% 2,306.8 76.7%
Other Special Districts and Authorities 199.2  99.1% 7,736.1 49.6%
Community and Junior Colleges 29428  87.8% 1,328.3 93.7%
Water Districts and Authorities 10,243.8 89.1% 9,287.5 85.0%
Health /Hospital Districts 1,596.9 67.1% 635.5 60.0%
Public School Districts 57,655.1 85.3% 275.0 100.0%
*Exdudes commerdal paper and conduit revenue.,
Source: Texas Bond Review Board - Bond Finance Office




Debt Issuance

Opver the past five fiscal years local government debt issuance increased by 6.6 percent ($1.45 billion)
from $22.13 in FY 2010 to $23.59 in FY 2014. During that time period new-money issuance
decreased by 2.1 percent from $13.26 billion to $12.97 billion ($284.2 million) but refundings
increased by 19.6 percent from $8.88 billion to $10.61 billion ($1.74 billion). Debt issuance reached a
record high during FY 2013 largely as a result of the record amount of refunding transactions
totaling $16.85 billion completed during the fiscal year (Table 1.4). The record amount of refundings
created an estimated $1.50 billion in cash savings.

Table 1.4
Texas Local Government
Debt Issuance by Fiscal Year*
(§ in millions)
2010 2011 2012 2013 2014

Issuers 728 859 944 1066 1044
Issuances 1319 1336 1522 1554 1345
Cities

New Money $3,926.5 $3,866.1 $3,309.6 $5,261.0 $4,411.6

Refunding 3,405.0 4,696.0 6,713.0 6,128.4 5,005.3
Total Par Issued $7,331.5 $8,562.1  $10,022.6 $11,389.4 $9,416.9
Public School Districts

New Money $3,389.4 $5,320.3 $3,105.7 $3,596.7 $5,386.9

Refunding 1,980.5 2,538.9 4,542.7 5,544.3 3,704.2
Total Par Issued $5,369.9 $7,859.1 $7,648.4 $9,140.9 $9,091.1
Water Districts

New Money $2,033.4 $1,687.1 $2,347.2 $1,464.3 $1,691.7

Refunding 1,676.8 1,318.1 2,135.1 2,542.0 1,239.3
Total Par Issued $3,710.1 $3,005.3 $4,482.2 $4,006.4 $2,931.1
Counties

New Money $1,639.5 $746.6 $1,023.0 $1,050.5 $607.9

Refunding 1,083.5 667.2 1,441.0 1,183.4 383.0
Total Par Issued $2,723.0 $1,413.8 $2,464.0 $2,233.9 $990.9
Other Special Districts

New Money $728.7 $2,215.1 $1,313.7 $399.4 $338.7

Refunding 507.4 543.1 311.9 1,143.2 87.4
Total Par Issued $1,236.1 $2,758.2 $1,625.6 $1,542.6 $426.2
Community College Districts

New Money $581.5 $357.5 $197.1 $623.7 $303.8

Refunding 84.6 153.5 473.7 88.4 98.8
Total Par Issued $666.1 $511.0 $670.7 $7121 $402.6
Health /Hospital Districts

New Money $959.8 $274.5 $67.3 $301.1 $233.9

Refunding 138.4 7.4 33.6 222.3 94.1
‘Total Par Issued $1,098.2 $281.8 $100.9 $523.4 $328.1
Total New Money $13,258.8 $14,467.2  $11363.5 $12,696.6 $12,974.6
Total Refunding $8,876.1 $9,924.1  $15,650.9 $16,852.1 $10,612.2
Total Par $22,134.9 $24,391.4  $27,014.5 $29,548.7 $23,586.8
*Fxdudes commerdal paper
Source: Texas Bond Review Board - Bond Finance Office




Use of Proceeds

During fiscal 2014, 45.0 percent of local debt issuance was used to refund debt, 24.2 percent was
used to finance educational facilities and equipment, 13.6 percent was used for general-purpose debt,
9.0 percent was used to finance water-related infrastructure, and 4.4 percent was used to finance
transportation projects. Water-related financings are likely understated because some issuers,
especially cities, borrow for multiple purposes, over half of which involve financings for water and
transportation purposes. The remaining 3.8 percent of local debt issuance was used for multiple
purposes including combined utility systems, solid waste and health-related facilities.

Capital Appreciation Bonds

Capital appreciation bonds (CABs) are sold at a discounted price called the par amount. They are
often sold in combination with current interest bonds (CIBs). While the debt service for CIBs is
paid throughout the life of the obligation, principal and interest on CABs is paid at maturity. Interest
on CABs compounds semiannually and accumulates over the life of the bond, and the amount paid
at the maturity is called the maturity value. Interest rates for CABs are generally higher than for
CIBs, and CABs can be more expensive than CIBs because of the compounding interest; however,
CABs can be an effective financing tool if they are used moderately and with reasonable terms.
School Districts utilize CABs more frequently than other issuers of local debt (See Chapter 3).

Premium CABs (PCABs) provide a lower initial stated par amount and are sold with a premium.
PCABs are issued to: (1) raise additional proceeds, (2) preserve debt limits, and (3) help local
governments reach tax-rate targets. Local governments issue more PCABs than non-premium
CAB:s.

Over the past decade total CAB maturity amounts outstanding have increased by 30.0 percent from
$12.03 billion in FY 2005 to $15.64 billion in FY 2014 (Figure 1.5). The outstanding CAB maturities
range from 2015 to 2053.

Table B1 in Appendix B lists the top 100 most expensive CABs issued and outstanding for school
districts as of fiscal-year end 2014 as defined by the “Maturity Value/Proceeds” ratio. CABs become
increasingly more expensive as interest continues to compound with longer-term maturities.
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Figure 1.5
Texas Local Governments
CAB Maturity Amount Outstanding
($in billions)
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In FY 2014, total CAB maturity amounts accounted for 4.7 percent ($15.64 billion) of the total debt service
outstanding (Figure 1.6)

Figure 1.6
Texas Local Governments
Total Debt Service Outstanding
($in billions)
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Source: Texas Bond Review Board - Bond Finance Office
Amounts exclude Build America Subsidy
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During fiscal 2014 local governments issued $476.7 million of capital appreciation bonds (CABs),
approximately 2.0 percent of the total par amount issued by local governments (Table 1.5).

Table 1.5
Texas Local Government
Capital Appreciation Bonds Par Amount Issued by Fiscal Year
($ in millions)

2010 2011 2012 2013%* 2014
Public School Districts $139.0 $227.3 $202.3 $218.7 $471.9
Cities, Towns, Villages 0.7 7.8 21.3 30.0 -
Water Districts and Authorities 1.8 3.9 19.5 69.6 1.0
Community and Junior Colleges - 28.9 2.5 2.2 1.0
Health /Hospital Districts - - 0.1 0.0 1.3
Other Special Districts and Authorities 35.0 194.9 - - -
Counties 0.1 - 1.8 - 1.4
Total CAB Par Amount Issued $176.6 $462.8 $247.5 $320.5 $476.7
Total Par Amount Issued** $22,134.9 $24,391.4 $27,014.5 $29,548.7 $23,586.8
CAB Par Amount % of Total 0.8% 1.9% 0.9% 1.1% 2.0%
* HHDs issued $30,000 in CABs
#* Includes curent interest bonds
Source: Bond Review Board - Bond Finance Office

Certificates of Obligation

Certificates of Obligation (COs) are authorized by the Certificate of Obligation Act of 1971,
Subchapter C of Chapter 271 of the Texas Local Government Code. COs are generally issued as
tax-supported debt to pay for the construction of a public work; purchase of materials, supplies,
equipment, machinery, buildings, land, and rights-of-way; and to pay for professional services such
as engineers, architects, attorneys and financial advisors. Debt for COs is paid from ad-valorem
taxes and/or a combination of revenues available from other sources. CO issuance does not require
voter approval unless a valid petition requesting an election is presented. Only Cities, Counties and
certain HHDs are authorized to issue COs.

Since fiscal 2005 CO debt outstanding has increased by 107.4% ($7.10 billion) from $6.61 billion
outstanding in fiscal 2004 to $13.71 billion outstanding at August 31, 2014. At August 31, 2014,
Cities accounted for 74.4 percent of the total CO debt outstanding (Figure 1.7).
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Figure 1.7
Texas Local Government
Total CO Debt Outstanding
($ in billions)
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Figure 1.8 illustrates the relative amounts of CO debt issued by Cities, Counties and HHDs over the
past ten fiscal years.

Figure 1.8
Texas Local Government
CO DebtIssuance by Cities, Counties, and Health and Hospital Districts by Fiscal Year
($ in billions)
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The twenty highest issuers of CO debt accounted for 46.1 percent of all CO debt outstanding (Table
1.6)

Bexar County ) 7 $1,273.0
Health System) 709.1
Lubbock 687.9
El Paso 485.7
Fort Worth 337.9
Denton 285.1
San Antonio 283.9
Laredo 251.6
Frisco 249.2
Travis County 238.9
El Paso County 170.3
Beaumont 170.0
Austin 166.2
Irving 161.8
Sugar Land 161.2
San Angelo 156.2
Waco 138.7
El Paso County Hospital District 135.8
Amatrillo 133.8
League City 127.6
Subtotal $6,324.1
Other CO Issuers 7,384.5
Total $13,708.5
Indudes debt secured by a combination of ad valotem taxes and other revenue sources.
Source: Texas Bond Review Board - Bond Finance Office
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Build America Bonds

BABs were created by the American Recovery and Reinvestment Act of 2010 and could be issued as
Tax Credit BABs or Direct-Payment BABs. Tax Credit BABs provide a federal subsidy to investors
equal to 35% of the interest payable, and Direct-Payment BABs provide a direct federal subsidy
payment to state and local governmental issuers equal to 35% of the interest payable. With the
implementation of the Budget Control Act of 2011, the BAB subsidies were reduced by 7.6 percent
to 32.34 percent of the interest payable. Authority to issue BABs expired in December 2010. (See
Glossary for discussion on BABs).

During fiscal years 2010-2011, 63 local government issuers issued $10.96 billion in Direct-Payment
BABs. Of that amount $10.23 billion was issued for new-money purposes and $728.5 million was
issued for refunding purposes. Local governments in Texas accounted for approximately 6.0 percent
of the total national BAB issuance of $181.26 billion.

As of August 31, 2014, BABs debt outstanding was $10.39 billion or 5.06 percent of total local debt
outstanding (Table 1.7).

Public School Districts $3,245.7
Other Special Districts and Authorities 2,792.1
Cities, Towns, Villages 2,406.1
Health /Hospital Districts 1,256.0
Counties 419.1
Water Districts and Authorities 236.7
Community and Junior Colleges 33.5
Total $10,389.2
Indudes debt secured by a combination of ad valorem taxes and other revenue sources.
Source: Texas Bond Review Board - Bond Finance Office
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Chapter 2
Texas Cities, Towns and Villages

Overview

Texas cities, towns and villages (Cities) issue both tax-supported and revenue debt. Revenue debt
also includes sales tax, conduit and lease-revenue obligations. As of August 31, 2014 total city debt
outstanding was $67.96 billion (33.1 percent) of total local debt outstanding.

Tax-supported debt financing is used for authorized municipal purposes, such as the acquisition of
vehicles, road maintenance equipment, road construction and maintenance materials; construction
of road and bridge improvements; maintaining public safety for the police, fire and EMS;
renovation, equipping and construction of city buildings and utility systems; acquisition of real
property; and the acquisition of computer equipment and software.

Revenue debt financing is used for such purposes as acquiring, constructing, enlarging, remodeling
and renovating authorized municipal systems and infrastructure, such as waste water and sewer
systems, toll roads, and airports.

Cities also issue debt that is supported by a combination of tax and revenue for similar purposes
listed above.

Sales tax revenue debt is issued by certain cities for such purposes as constructing and improving
municipal parks and recreation facilities/entertainment centers as well as hike and bike trails.

Lease-revenue obligations as reported to the BRB are issued by nonprofit corporations created by
home rule cities to finance the acquisition of land and to construct or expand, furnish and equip
certain correctional facilities. Pursuant to Chapter 1202 the BRB does not receive issuance
information for all lease-revenue obligations, and reported data only reflects the amount of debt
issued for certain municipalities.

Total Debt Outstanding

As of August 31, 2014, 218 Cities had both tax-supported and revenue debt outstanding, 767 had
tax-supported debt outstanding, 269 had revenue debt outstanding and three (San Antonio,
Houston, and Crystal City) had lease-revenue obligations outstanding. Of the 1,218 cities in Texas,
401 had neither tax-supported nor revenue debt outstanding.

During fiscal 2014 total debt outstanding for Cities increased by 2.3 percent from $66.44 billion in
fiscal 2013 to $67.96 billion including commercial paper (CP). Of the amount outstanding at fiscal
year-end, 41.9 percent ($28.45 billion) was tax-supported, 58.1 percent ($39.5 billion) was revenue
debt including $582.4 million of lease-revenue obligations.

Tax-supported debt for the state’s six largest cities, Houston, San Antonio, Dallas, Austin, Fort
Worth and El Paso (collectively, the Big Six), was 33.4 percent ($9.50 billion) of total Cities tax-
supported debt outstanding. Revenue debt for the Big Six was 82.8 percent ($32.21 billion) of total
Cities revenue debt outstanding.

Over the five-year period since FY 2010, tax-supported debt increased by 8.5 percent ($2.22 billion)
and revenue debt increased by 13.8 percent ($4.79 billion) (Table 2.7).
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Table 2.1
Texas Cities
Debt Outstanding by Fiscal Year*
(§ in millions)

2010 2011 2012 2013 2014

Big Six Tax** $9,256.9 $9,334.9 $9,253.0 $9,400.5 $9,501.9
Big Six Revenue** 28,545.3 29,792.6 29,797.4 31,689.7 32,800.3
All Other Cities Tax 16,972.3 17,471.2 17,748.9 18,366.9 18,950.3
All Other Cities Revenue 6,177.4 6,150.0 6,438.8 6,984.7 6,707.9
$60,951.8 $62,748.6 $63,238.0 $66,441.7 $67,960.4

*Excludes certain conduit debt for which the Bond Review Board does not receive issuance information.
**Comprised of Houston, Dallas, San Antonio, Austin, El Paso, and Fort Worth.
Source: Texas Bond Review Board - Bond Finance Office

Figure 2.7 illustrates the principal amount of tax and revenue debt outstanding by percentage as of
fiscal year-end 2014.

Figure 2.1
Texas Cities
Percent of Tax & Revenue Principal Outstanding*

Asof August 31,2014
All Other
Cities Rev Big Six Tax**
11% 14%
All Other
Cities Tax
28%

Big Six Rev**
47%

*Excludes certain conduit debt for which the Bond Review Board does not receive issuance information.
**Comprtised of Houston, Dallas, San Antonio, Austin, El1 Paso, and Fort Worth
Source: Texas Bond Review Board - Bond Finance Office
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Figure 2.2 illustrates tax-supported and revenue debt outstanding over the past 10 years. Since 2005
total tax-supported debt and total revenue debt have increased by 68.4 percent ($11.55 billion) and
40.9 percent ($11.3 billion), respectively. During the same period, tax-supported debt for the Big Six
has increased 49.9 percent ($3.16 billion) and revenue debt increased by 41.9 percent ($9.69 billion).
As of August 31, 2014 Cities had $2.40 billion in Build America Bonds outstanding. (See glossary for
a definition of Build America Bonds.)

Figure 2.2
Texas Cities
Total Debt Outstanding

($ in billions)
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*Comprised of Houston, Dallas, San Antonio, Austin, El Paso and Fort Worth
Excludes certain conduit debt for which the Bond Review Board does not receive issuance information.
Source: Texas Bond Review Board - Bond Finance Office

Tax-Supported Debt Outstanding

Since 2005 tax-supported debt for Cities has increased by 68.4 percent ($11.55 billion) from $16.90
billion in 2005 to $28.45 billion in 2014. Over the past 10 years tax-supported debt for the Big Six
has increased by 49.9 percent ($3.16 billion) and by 79.5 percent ($8.39 billion) for all other cities.

Figure 2.3 illustrates the increase in tax-supported debt outstanding over the past 10 years.
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Figure 2.3
Texas Cities
Tax-Supported Debt Outstanding
(§ in billions)
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Includes debt secured by a combination of ad valorem taxes and other revenue sources.
Source: Texas Bond Review Board Bond Finance Office

Tax Supported Debt per Capita
Tax-supported debt per capita for Cities increased by 40.5 percent from §751 per capita in FY 2005

to $1055 per capita in FY 2014. Over this time the state’s population increased by 19.9 percent (4.46
million) (Figure 2.4).

Figure 2.4
Texas Cities
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Includes debt secured by a combination of ad valorem taxes and other revenue sources.
Source: Texas Bond Review Board - Bond Finance Office; July 2014 U.S. Census Bureau, Population Division
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The top 30 City issuers of tax-supported debt accounted for 60.2 percent ($17.14 billion) of the total
Cities tax-supported debt outstanding (Table 2.2).

Table 2.2
Texas Cities
Top 30 Issuers of Tax-Supported Debt
Amount* Debt per
$ in millions) Capita**

Houston $3,239.7 $1,475
Dallas 1,547.2 1,230
San Antonio 1,494.8 1,061
Austin 1,344.2 1,518
El Paso 1,046.4 1,552
Lubbock 981.5 4,097
Fort Worth 786.0 992
Frisco 630.8 4,611
Denton 462.6 3,758
Garland 452.5 1,929
Corpus Christi 4435 1,402
Irving 390.0 1,706
Arlington 356.6 940
Plano 327.6 1,194
Laredo 313.6 1,264
Waco 301.8 2,339
Pearland 297.4 2,972
Richardson 262.7 2,514
Sugar Land 237.2 2,829
San Marcos 232.2 4295
Beaumont 227.7 1,933
Grand Praitie 222.2 1,212
Killeen 217.9 1,589
McKinney 209.3 1,409
Baytown 200.3 2,655
San Angelo 192.0 1,969
College Station 191.5 1,914
Temple 189.3 2,697
League City 176.4 1,938
Round Rock 166.9 1,520

Subtotal $17,141.7
Other Tax-Supported Issuers 11,310.4

Total $28,452.2
* Includes debt secured by a combination of ad valorem taxes and other revenue
i:u;:):;lation data from the July 2014 US Census Population Division. Total
population based on issuers with debt outstanding,
Source: Texas Bond Review Board - Bond Finance Office
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Tax-supported debt for the Big Six accounted for 33.4 percent (§9.50 billion) of the total Cities
tax-supported debt outstanding (Table 2.3).

Table 2.3
Texas Cities
Big 6 Cities Tax-Supported Debt Outstanding

Tax- Rank by Tax-
Supported supported

Amount Debt per Debt

($ in millions) ~ Capita* Outstanding

Houston $3,269.6  $1,489 1st

Dallas 1,560.9 1,241 2nd

San Antonio 1,494.8 1,061 3rd

Austin 1,344.2 1,518 4th

El Paso 1,046.4 1,552 5th

Fort Worth 786.0 992 7th
Subtotal $9,501.9
Other Cities 18,950.3
Total $28,452.2

* Population data from the July 2014 US Census Population Division. Total

population based on issuers with debt outstanding.

Source: Texas Bond Review Board - Bond Finance Office
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